Ask the TIC

Financing Your Export Sales Using Export Express

by Linda Abbruzzese

Trade Information Center, Trade Development

1o help small companies export, the U.S. Small Business
Administration (SBA) has developed a streamlined financing
program called SBA Export Express.

WHAT IS EXPORT EXPRESS?

SBA Export Express combines SBA financial and technical
assistance to help small businesses secure export financing.

This loan guarantee program helps small businesses that
have exporting potential and need funds to cover the initial
costs of entering an export market. Loan proceeds can be
used for most business purposes, such as expansion, equip-
ment purchases, working capital, inventory and real estate
acquisitions, participation in trade shows, standard certifi-
cations such as CE marking and ISO 9000, and
modifications of a company’s Web site to accommodate
export transactions. A loan may be set up as either a line of
credit or as a term loan, depending on the borrower’s needs.

Because many small business exporters face unique chal-
lenges, the SBA Export Express program includes technical
assistance in the form of marketing, management, and
planning. On approval of an SBA Export Express loan, an
SBA representative will contact the borrower to offer appro-
priate assistance. The U.S. Export Assistance Center
network provides technical assistance in cooperation with
the SBA and U.S. Commerce Department’s network of
resource partners.

WHO CAN USE THIS PROGRAM?

SBA Export Express loans are available to borrowers who

meet the normal requirements for an SBA business loan
guarantee. Loan applicants must:

e Demonstrate that the loan proceeds will enable them
to enter a new export market or expand in an existing
market, and

e Have been in business operation, though not neces-
sarily exporting, for at least 12 months.

g HOW DOES THE PROGRAM WORK?

Any lender that is authorized to participate in the SBA
Express loan program for small firms doing business
domestically may participate in the SBA Export Express
program. Usually the lender is a local bank. SBA Export
Express lenders use expedited loan review procedures to
process SBA guarantee loans smoothly and quickly. The
lenders are able to use their own loan analyses, documen-
tation, and approval procedures and still receive the
guarantee of the SBA. After the lender approves an Export
Express loan, the lender must submit two forms to the SBA
Express Processing Center in Sacramento, Calif. These
forms allow SBA to make a quick eligibility review and
subsequently issue an SBA loan number to the lender. The
SBA typically provides the lender with a response within
36 hours.

The SBA Export Express guarantee is 85 percent for loans
up to $150,000, and 75 percent for loans over $150,000,
up to a maximum loan amount of $250,000. If a company
defaults on a $150,000 loan, the amount of risk to the bank
is 15 percent with SBA Export Express. SBA Express, which
includes both domestic loans and Export Express, is the
SBA's fastest-growing and perhaps most user-friendly pro-
gram for lenders for their smaller loans ($250,000 or less).

WHAT ARE THE BENEFITS OF
g EXPORT EXPRESS?
There are many benefits of the Export Express program.
The application procedure for the lender and borrower is
simple and fast. The benefit to the lender lies in the fact that
the loan is guaranteed by the government. The level of risk

is lower than it would be for a traditional loan, and the
approval process and paperwork are less cumbersome.

The borrower benefits through increased access to capital
that ensues from the high guarantee the SBA offers lenders
on Export Express loans. The SBA guarantee encourages
lenders to make loans to small business exporters that they
might not make on their own.
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WHAT ARE THE INTEREST RATES
AND TERMS OF AN EXPORT
EXPRESS LOAN?

SBA offers the competitive rates and terms small businesses
need to compete globally:

e Applicants negotiate terms with the lender.

e Rates may be either fixed or variable, and tied to the
prime rate.

e Lenders may charge 6.5 percent over the prime rate for
a loan of $50,000 or less.

e Lenders may charge 4.5 percent over the prime rate for
a loan over $50,000.

e The guarantee and servicing fees are the same as SBA's
regular 7(a) guarantee loans.

WHAT ABOUT MATURITY
AND RENEWALS?

Loan maturities are generally five to 10 years for working cap-
ital and 10 to 15 years for machinery and equipment (not to
exceed the useful life of the equipment).

FOR MORE INFORMATION

The International Trade Administration of the U.S.
Department of Commerce operates the Trade Information
Center (TIC) for the 19 federal agencies comprising the
Trade Promotion Coordinating Committee. These agen-
cies are responsible for managing the U.S. government’s
export promotion programs and activities. You, too, can
“Ask the TIC” by calling (800) USA-TRADE (872-8723),
toll-free, Monday through Friday, 8:30 a.m. to 5:30 p.m.
EST. Or visit the TIC at www.export.gov/tic.

TECHNICAL ADVICE .

g HOW DO | APPLY?

To find a lender certified by SBA to make Export Express loans
or to get additional assistance, visit www.sba.gov/oit, call (800)
U-ASK-SBA, or contact a local SBA representative (also listed
on the Web site). SBA representatives are located in all 50
states, as well as the District of Columbia, Puerto Rico, the
U.S. Virgin Islands, and Guam.

When phoning a certified lender, ask to speak to the SBA
department within the lending institution in order to apply.
Each lender uses its own application form and can unilaterally
approve the loan without an SBA review. After a basic review
by the SBA Express Processing Center, the SBA will issue the
lender a loan number. The lender will then contact the bor-
rower to arrange for loan closing. ]

Richard Schulze, an SBA representative at the U.S.
Export Assistance Center in Arlington, Texas, con-
tributed to this article.
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